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An AICPA publication for the local firm

AN OPPORTUNITY FOR BREAKAWAYS
In many sports and games, such as cycling or bas
ketball, a breakaway is a situation in which one
participant breaks away from the pack and gets so
far ahead of competitors that there is little like
lihood of their catching up. The dynamics of our new
professional environment offer similar breakaway
opportunities to firms that can differentiate them
selves, and pass by others that have grown compla
cent.
Many firms, in fact, are operating as though
nothing is changing. They continue to maintain tra
ditional work environments that encourage con
formity over creativity, and promote risk aversion
over risk taking. Both attitudes defeat any attempt
to adapt to a changing environment.
In reality, the accounting profession is now expe
riencing what other business people have always
experienced—the American free enterprise system.
This is a system that basically has three rules: Com
municate with your customers, reinvest a portion of
your profits in research and development, and fol
low the first two rules or go out of business.
In the past, the accounting profession was effec
tively isolated from the free enterprise system. We
could tell clients what the rules were without asking
for feedback. We needed only elementary office sup
plies to start our firms. We could put all the profits,
beyond what was needed to finance accounts
receivable and payroll, into our pockets.
Today, we find ourselves doing client-needs anal
yses, sending clients questionnaires, and putting
together focus groups to try to determine what cli
ents want. Starting an accounting firm now
requires expensive equipment, and a large percent
age of revenue must be invested in training person
nel, updating equipment, and in new services.
Stricter standards, stricter enforcement of those
standards, and unfettered competition encourage
weak firms to fail.
The result of these changes is that the public and

our clients now have more choices, better pricing,
new services, and more attention paid to them by
the profession than ever before. Nevertheless, while
many CPA firms promote themselves as being able
to help their clients survive in a highly competitive
world, a considerable number of these firms experi
ence difficulty in adapting to the changes. Often, the
reason is a work environment that promotes one of
the following maladies.
The “Tin God” complex
We are paid for our advice. The problem comes
when we begin to take ourselves too seriously. We
become “Tin Gods,” experts in everything. The
result is that we refuse to accept advice or consider
new ideas or methods offered by others—the antith
esis of what is necessary to be successful.
We are being told that we need to change and are
offered suggestions. Because we are experts, though,
we are unable to listen and to take advantage of
opportunities.
The Pyramid syndrome
The typical accounting firm is organized like a pyra
mid. Each layer of personnel has a smaller layer
above it. The upper layers review work, not for what
is right, but for what is wrong, and send it back.
Unfortunately, this approach to managing work is
transferred to the way we treat people. In effect, we
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treat our staff like audits and tax returns—items to
be reviewed and fixed.
The result is that we demotivate staff. Because of
the constant threat of rebuke, people hesitate to
offer suggestions that might help the firm.

The American buffalo affliction
When threatened, buffalo form into a tight, impen
etrable circle for protection—impenetrable, that is,
to threatening animals but not to the Winchester
rifle. We tend to suffer from the same flaw. When
under stress, we form a circle around a conference
table. Many options are discussed, a few safe, unim
aginative attempts at a solution may be made, but,
for the most part, nothing substantial is done. The
only real hope for many of us is that the threat goes
away. That is not likely to happen anytime soon.
To survive, we are going to have to take some risks,
and along with them, experience some failures. Per
fection is not possible. With changes come oppor
tunities, however, and if you decide to take
advantage of them, you might find the following
practice development suggestions helpful.
Ten things to do now:
□ Disband your marketing committee. Consensus
marketing leads to mediocrity and discourage
ment. Instead, create task forces to accomplish
specific marketing projects.
□ Place a partner who is naturally inclined to mar
keting in charge of that function. The person
must be given the responsibility, authority, and
sufficient resources to do the job. Anything less
leads to frustration, failure, and, too often, the
loss of the discouraged partner.
□ Have your baby boomer partners lead the effort.
They have the energy and incentive, are more
open-minded to new ideas, and can relate bet
ter to their peers leading the new growth indus
tries. Staff can help in creating client goodwill
and in pointing out opportunities. Remember,
though, that clients buy from partners, not
staff.
□ Train personnel in human relations skills before
giving them sales training. Accounting services

are intangibles and difficult to sell. It is easier
to develop relationships that later lead to get
ting clients.
□ Put as much effort into retaining clients as into
obtaining new ones. Too many firms have to
keep replacing clients lost because of inatten
tion or poor service. It is important to keep
"selling” present clients.
□ Don’t try to reinvent the wheel. There are numer
ous firms and consultants with the experience
you are seeking who can help you avoid mis
takes, reduce overall costs, and save time.
□ Don’t copy what everyone else is doing in your
marketplace. Successful marketing comes from
differentiation, not duplication. If your com
petitors are offering a new service, then it is
often too late. You want to avoid being per
ceived as a “me too” firm. Either go in a new
direction or offer enhancements to a service
your competitors don’t have.
□ Don't overemphasize your quality and underpro
mote your other attributes. Clients have diffi
culty judging quality and tend to look for other
attributes before making buying decisions. So,
promote your attentiveness, care, respon
siveness, and your innovativeness. And in
today's market, it won’t hurt to be perceived as
aggressive, either.
□ Encourage and reward risk taking, creativity, and
success. You have to eliminate the belief that
when someone in a firm is extremely suc
cessful, the role and stature of other firm mem
bers is diminished. Nothing is further from the
truth. For any organization to be successful, it
must have exceptional performances from its
people. This can only be obtained through
encouragement and reward.
□ Develop staff's skills, and reward improvement in
the areas of management and practice develop
ment. Reward systems based only on charge
able hours will result in an emphasis on only
that. To see a dramatic improvement in man
agement and practice development skills, try
tying a portion of the bonus to improvement in
these areas.
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Although present conditions in our profession are
creating considerable stress on practitioners, they
are also creating numerous opportunities. Firms
that are ready and willing to take advantage of these
breakaway opportunities can position themselves
for a rewarding future. □
—by Timothy J. Beauchemin, CPA, Enterprise 2000,
1600 Smith, Suite 4250, Houston, Texas 77002, tel:
(713) 951-7300

Hiring a Firm Administrator
—One Firm’s Experience

Our firm is not unlike many CPA firms today. We
have evolved from a small, local tax practice to
where we now find ourselves classified as “large” in
our state society statistical summaries. Along the
way, we have learned many things by the seat of our
pants. So many, in fact, that it would seem the fabric
has worn thin.
We have just completed our first year with the
assistance of a professional firm administrator. I
would like to share our experience in the hope that
other firms can benefit from our worn trousers, so to
speak.
We first recognized a need for a firm admin
istrator three years ago. We were then a firm of some
18 to 20 total staff. Although the administrative
duties were under control, we saw many areas that
we thought needed improvement. I suppose it is a
list many firms have. We wanted more complete and
timely financial information, and thought our per
sonnel procedures needed overhauling to avoid any
legal problems. We could also see opportunities to
increase partner chargeable time if we had a capa
ble, well-trained individual who could take over
some administrative chores.
Being accountants, it was easy to calculate the
extra salary in relationship to a possible increase in
chargeable hours. The decision to commit was sim
ple. The problem was who the individual should be.
Our first idea was to select one of the outstanding
secretaries in our office. Well, suffice it to say, we are
lucky to still have that person—a talented and pro
ductive employee—but not as our firm admin
istrator. Simply put, the type of work involved and
the type of skills required are significantly different
for each position.
After an unsuccessful stint with a part-time indi
vidual, we decided to give the managing partners
secretary more responsibility—in a sense, to solve
the problem by creating an assistant to the manag
ing partner. Two problems arose with this approach.
First, the assistant and managing partner could not

agree on which jobs they each would do. And
because the managing partner originated the ideas,
the assistants implementation wasn’t really on tar
get. This led to frustration for both. The real killer,
though, was the position of surrogate managing
partner that we had created, and the resultant con
fusion over where authority belonged.
Finally, we increased our ante and started looking
for someone with the credentials and experience to
do the job. We flirted with the possibility of transfer
ring one of our skilled paraprofessionals. Even
tually, however, we contacted the Association of
Accounting Administrators who put us in contact
with someone looking for a job right in our city. After
a few interviews and the standard reference checks,
we had a firm administrator who fit the bill.
After one year, I can confidently say that this step
has helped us make the transition to a profession
ally managed firm in a significant way. We have
developed a departmental personnel structure,
reorganized and improved our personnel policies,
and dramatically improved our internal informa
tion system, particularly with our support staff. In
addition, the firm administrator handles most of the
production responsibilities of our quarterly client
newsletter.
We have yet to see a direct increase in our partner
charge time. While many will find this disturbing,
we have still more than paid for the investment. Our
profitability has never been higher, and the hours
gained by the partners have been put to good use.
We do a better job marketing the firm and a better
job leading it.
I strongly recommend that firms that are growing
in size from small local ones to medium or large,
recognize the value of a capable firm administrator.
All of the great ideas in the world are only academic
exercises if you don’t have people with the skills,
experience, and time to implement them. □

—by Kenneth C. Hugins, CPA, Covell, Hugins &
Cairns, 1820 South Escondido Boulevard, Escondido,
California 92025

Editor's note: Information on hiring a firm admin
istrator can be obtained from Clifford M. Brownstein,
executive director, Association of Accounting Admin
istrators, P.O. Box 1100, Washington, D.C. 20008,
tel. (202) 537-1220

Practicing CPA Distribution Policy Reminder
One copy of the Practicing CPA is sent automatically
to each practice unit and to those members who
have specifically requested it from the AICPA mem
bership administration department.
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the partner most knowledgeable about microcom
puters, and the other to be completed by each part
ner in the firm. Of 148 firms surveyed, 28 (19 percent)
completed and returned a firm response. Only 35
individual partner responses were received, how
ever, as most firms only completed the firm survey.
Replies were received from firms with between 1
and 32 partners and between 3 and 145 professional
staff members. Survey results are divided into
three groups: (1) sole proprietorships, (2) firms with
two to five partners and mean annual revenues of
$993,000, and (3) firms with over five partners and
mean annual revenues of $4.4 million.

A Survey of Microcomputer Usage

Interest in the possible use of computer expert-sys
tems in the accounting and auditing fields has been
growing steadily in recent years. While conducting
a survey of small and medium-size CPA firms in
New York State to determine the extent of their
knowledge, use, and/or interest in expert systems, I
also accumulated data concerning their use of
microcomputers. The survey results permit local
firms to assess their own utilization of microcom
puter hardware and software through comparison
with firms of similar size.
Questionnaires were sent to firms listed in the
1987/88 New York State Society of Certified Public
Accountants Career Opportunities Handbook. This
handbook is used by small and medium-size CPA
firms (that is, those with staff numbering 150 or
fewer people) as a recruiting tool. These are proba
bly firms which are expanding, want to attract new
people, and are actively involved in current develop
ments within the profession. The survey results may,
therefore, not be representative of local CPA firms as
a whole.
The survey was conducted from February
through May of 1988. The questionnaire consisted of
two parts: one for the CPA firm, to be completed by

Individual partner’s microcomputer usage
Not surprisingly, all of the responding firms indi
cated that they use microcomputers. In addition,
Exhibit I reveals that 29 (83 percent) of the individ
ual partners use one in connection with their job
responsibilities. This high percentage is probably
explained by the fact that 26 (74 percent) of them are
the partners most knowledgeable about microcom
puters.
Of those partners using micros, Exhibit I shows
that only 21 (75 percent) have their own machine at
work and even fewer, 18 (64 percent), have one at

Exhibit I
INDIVIDUAL PARTNER RESPONSES*
Group 1

Total

Total responses

Group 3

Group 2

No.“

Percent

No.

Percent

No.

Percent

No.

Percent

35

—

1

—

21

—

13

—

11
2

85%
15

Use microcomputer:

Yes
No

29
6

83%
17

1
0

100%
0

17
4

81%
19

At work:

Yes
No

21
7

75
25

1
0

100
0

12
5

71
29

8
2

80
20

At home:

Yes
No

18
10

64
36

1
0

100
0

8
9

47
53

9
1

90
10

Read computer literature:

Yes
No

25
9

74
26

1
0

100
0

15
6

71
29

9
3

75
25

5

17

0

0

4

20

1

11

13
12

43
40

0
1

0
100

7
9

35
45

6
2

67
22

Client usage:
10 percent and under
Between 10 percent &
70 percent
Over 70 percent

*The percentage columns are based on total responses for each group for each specific question.

“Unusable or missing responses and questions inapplicable to certain respondents may result in responses for
specific questions not matching total responses received.
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Exhibit II
MICROCOMPUTER BRANDS UTILIZED*

No.

Percent

No.

Total responses

27

100%

1

Brands utilized**
IBM
IBM-compatible
Apple
Other

22
24
1
5

81
89
4
19

1
0
0
0

Group 3

Group 2

Group 1

Total

No.

Percent

Percent

No.

Percent

100%

18

100%

8

100%

100
0
0
0

14
18
1
4

78
100
6
22

7
6
0
1

88
75
0
13

*The percentage columns are based on total responses for each group.

“Many firms indicated more than one brand of microcomputer, thereby causing brands-utilized data to exceed total
responses by group.

home. This probably reflects a combination of cost
considerations and a desire to achieve maximum
utilization by sharing each micro among several
people. Interestingly, 90 percent of the Group 3 part
ners own their own microcomputers, perhaps
reflecting their relatively higher incomes versus
those of smaller local firms (see the April 1988 issue,
page 4, for analysis of partner income by firm size).
Exhibit I also indicates that many partners (74
percent) read at least one computer-related maga
zine, newsletter, or newspaper. This interest in stay
ing current coincides with the substantial portion of
client engagements on which microcomputers are
utilized; 83 percent of the partners use a micro on
over 10 percent of their client engagements and 40

percent of the partners use microcomputers on 70
percent of their engagements.

The hardware used
As shown in Exhibit II, IBM, while a major presence,
was not the dominant brand as might have been
assumed. Whereas 22 (81 percent) of the firms
responding to this question utilize IBM PCs, 24 (89
percent) use IBM-compatible machines. The Group
3 firms appear to prefer the IBM PC, perhaps again
reflecting the greater financial resources available
to them than to the Group 2 firms which opted for
(presumably) cheaper IBM-compatibles. It should
be noted that 20 (74 percent) of the firms providing
this data indicated that they use more than one
brand of microcomputer. In
terms of numbers of machines,
Exhibit III
of the 237 micros reported, 136
(57 percent) were IBM-compati
MICROCOMPUTER SOFTWARE UTILIZATION*
bles and 87 (37 percent) were
Number of replies
IBMs. Other brands in use
include Lanier, Wang, DEC, and
Most
Least
CPT. Apples were used by only
frequent N/A
Frequent
Total frequent
one firm.

Accounting / bookkeeping
Spreadsheets
Database
Word processing
Audit software
Taxation
Graphics
Expert systems

27
27
27
27
27
27
27
27

18
19
6
18
6
18
2
0

4
3
5
1
3
5
0
0

2
2
6
3
4
2
0
1

3
3
10
5
14
2
25
26

*Represents relative frequency of use on scale of 1 to 5, with 1 being the most
frequent. (Most frequent = 1 and 2, frequent = 3, least frequent = 4 and 5,
N/A = not applicable.)

The software used
An indication of the flexible
microcomputer usage by local
firms is given in Exhibit III,
which shows the relative
frequency with which various
types of software are used.
The survey indicates that
spreadsheets are the most fre
quently used software. They are
utilized by 19 (70 percent
Practicing CPA, January 1989
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of the 27 firms answering this question. In addition,
accounting/bookkeeping (67 percent), word process
ing (67 percent), and taxation (67 percent) software
programs are also used frequently.
A detailed analysis of Exhibit III (not shown)
reveals that 76 percent of Group 2 firms used
accounting/bookkeeping software most frequently
versus only 44 percent of Group 3 firms. This proba
bly indicates that the smaller firms do more writeup
work than those in Group 3. All Group 3 firms used
spreadsheets most frequently, while only 53 percent
of the Group 2 firms did. The larger staffs of Group 3
firms may permit them to expend the time needed to
effectively integrate the use of spreadsheets into
their accounting practices. Finally, 56 percent of the
Group 3 firms used audit software most frequently,
versus only 6 percent of the Group 2 firms. This,
again, may be due to more available people, and,
possibly, wider areas of expertise.
The survey shows that all local firms use micro
computers extensively on their engagements, with a
firm’s size and available financial resources appar
ently influencing the quantity and brand of equip
ment purchased. Additionally, a firm’s size also
appears to influence the type of software it utilizes.
It is hoped that by comparing their own use of
hardware and software with this survey’s findings,
readers will be able to pinpoint specific actions they
can take to make their practices more efficient and
more competitive in the marketplace. □
—by Anthony T. Barbera, MBA, CPA, Accounting
and Taxation Department, St. John’s University, Grand
Central and Utopia Parkways, Jamaica, New York
11439, tel. (718) 990-6161

Raising the Financing Window

One option to bank financing for small-business
clients might be a venture capital firm. According to
an article sponsored by the U.S. Small Business
Administration (SBA), in order to assess their invest
ment risk, venture capitalists need a comprehensive
business plan describing the business, its products,
marketing strategy, financial status, growth poten
tial, and how the money would be used.
A directory of small-business investment com
panies may be obtained from the SBA, Office of
Investment, Room 808, 1441 L Street, N.W. Wash
ington, D.C. 20416. In addition, a directory of the
members of The National Venture Capital Associa
tion may be obtained by sending a self-addressed,
$1.50 postage paid envelope to the association at
1655 N. Ft. Myer Drive, Suite 700, Arlington, VA
22209. □
Practicing CPA, January 1989

Library Services Division
Price Schedule

For members

For nonmembers

Research

no charge

not available

Bibliographies
from Accoun
tants Index

no charge

$25 minimum
up to ten pages,
and $2.50 for
each additional
page

Bibliographies $10 minimum
from Accoun
tants Database

$35 minimum

Database
searches
including
CDRom
databases

$20 minimum

not available

Postage

at cost

at cost

Photocopies

$2 minimum
$5 minimum or
or .25 per page .50 per page

Fax

$3 per page
plus rush fee

Overnight mail cost plus
rush fee
Rush service

$15

Quotes
$5 each
(stock prices,
exchange rates,
CPI, etc.)

$5 per page
plus rush fee
cost plus
rush fee

$25

not available

Tax forms

$3 minimum
not available
or .30 per page

SEC
documents

at cost + $3
handling or
.30 per page

not available

International
annual reports

.40 per page

not available

The AICPA library's staff can offer assistance
on a broad range of business topics. AICPA
members anywhere in the U.S. may borrow
from the library's extensive collection. For
assistance, just call these toll-free numbers:
United States, (800) 223-4155; New York State,
(800) 522-5434.
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Tax Season—Staffing and Planning

Many readers find that the new tax laws have caused
substantially more seasonality in their practices,
and are concerned about staffing. Should we hire as
necessary? some ask. If so, how do we use the people
the rest of the year?
Robert L. Carr, a Canton, Ohio, CPA, points out
that the loss of some fiscal years, because of the Tax
Reform Act of 1986, and the encumbrances created
by other tax laws, such as the Uniform Capitaliza
tion Rule and Passive Activity Loss Rules, have
meant greater-than-ever work requirements during
the regular tax season.
“Like many firms,” he says, "we have chosen to
schedule the majority of staff training sessions and
vacations during the period from May through Sep
tember of each year. Additionally, those require
ments associated with firm improvements or the in
house inspections related to peer reviews are per
formed at this time.”
In anticipation of greater needs during the tax
season, Mr. Carr says the firm tries to develop tax
season personnel. It has been successful in finding
CPAs who have a recent association with the profes
sion and are interested in working in it, but not on a
full-time basis. He says the goal is to identify such
people, and hopefully interest them in coming back
year after year. "And like many firms,” he says, "we
have increased our efficiency through the use of
computer audit programs, and have developed bet
ter ways of utilizing our staff.”
At Berenson, Berenson, Adler and Company in
New York City, staff is hired as the need is shown by
the firm’s computer model of staff requirements.
Richard A. Berenson explains that this model is a
sophisticated database which warns the firm when
staff is needed, in which areas, and at what levels.
Mr. Berenson suggests involving staff in year-round
tax planning, and in client contact. He thinks a local
firm needs to be always receptive to the possibility
of adding "good” staff members. People with a “win
ner” profile will be kept busy, he says.
Preparing for next tax season, of course, begins in
the middle of the current one. An Augusta, Georgia,
CPA firm, Serotta, Maddocks & Devanny, for exam
ple, holds an immediate post-tax season review
while everyone has fresh ideas in mind that can be
applied the next time.
Commenting on the past tax season, Abram J.
Serotta, partner of the firm, agrees with Mr. Carr on
which areas required additional time, and adds that
another factor was the lack of regulations. Mr.
Serotta says that in discussing the situation with
other CPAs around the country, he found that many
returns were prepared from the available rules and

regulations. As more rules and regulations are pub
lished by the Internal Revenue Service, the work
load will increase. Mr. Serotta says that it is,
therefore, important to plan for additional training
as well as additional staff if clients are to receive
timely, technically accurate service.
Weiner & Company, a New York City CPA firm,
also holds a post-tax season operational review.
Administrative staff is asked to take stock of what
worked well and what needed improvement. The
objective is to explore ways of increasing efficiency,
cost-effectiveness and timeliness in providing
administrative services to the firm. Jayne E.
Osborne, administrator at Weiner & Company, says
that the firm provides people with a checklist to
help them focus on:
□ Suggestions that eliminate or reduce wasted
time, effort, and paper.
□ Ideas that improve operating procedures and
increase productivity.
□ Comments that reduce production or admin
istrative time.
□
Ideas that prevent duplication of staff effort.
□ Suggestions that improve quality and/or time
liness of service without adding to cost.
Ms. Osborne says that staff members can refer to
the previous year's operational review to help in
assessing procedures or in pinpointing problems
that need addressing. They are also asked to docu
ment progress so their accomplishments can be
communicated to the partners. □

1989 Small Firm Conference Set

Table-top labs—short presentations and discus
sions—at the 1989 AICPA National Small Firm
Conference will cover marketing tips, gearing-up to
merge, using desktop publishing, getting ready for
peer review, preparing a personnel guide, structur
ing a partner buyout, time and billing software, and
determining whether you need a firm administrator.
A new format will enable participants to attend
two general sessions—management techniques for
the small firm, and leadership, power and produc
tivity—and to select from presentations and work
shops on success strategies for the sole practitioner,
the selection and evaluation of partners, financial
administration, and the building of a team.
The conference will be held on August 24-25 at the
Westin Hotel in Chicago, Illinois, and on November
9-10 at The Pointe at Tapatio Cliffs in Phoenix, Arizona.
For more information, contact the AICPA industry and
practice management division: (212) 575-3814. [7]
Practicing CPA, January 1989
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More on Protecting Your Data

I read with interest the article "Protecting Your
Data,” that was published in the September, 1988,
issue of The Practicing CPA. As mentioned, the tape
backup systems using DC600 or DC2000 formats are
becoming increasingly popular among users of
small computer systems. An important point to
keep in mind, however, is that if you cannot run your
backup on another machine, you don't have a
backup. This applies to all types of backup except
paper copies.
It is not enough to test restoration and reading of
data on the same machine that created the data. If
the tape drive, the software, the disk drive, etc., are
out of alignment or defective, your backup could be
unreadable on any other machine. If installing an
additional device of the same kind on another
machine is not practical, you might consider an
arrangement with your dealer or another company
that has the same type of device. Make testing the
restoration of tapes (or any media) on a periodic
basis part of your backup program.
As a technically-oriented accountant, I’ve lived
through the early versions of backup procedures.

American Institute of Certified Public Accountants, Inc.
1211 Avenue of the Americas
New York, N.Y. 10036

Although they were roundly criticized as not work
ing well, I have successfully used MS-DOS backup
and restore commands. In contrast, I have had trou
ble with their software replacements.
We have used computers in various aspects of our
practice for many years, and have grown from a
CP/M operating system to a multiuser network sys
tem, today. Along the way, we have had to restore a
few minor items, but were lucky, really, considering
we did not have a systematic backup plan.
We now have a simple backup system which com
bines the different properties of printed records,
daily backup of data files on floppy disks, and
weekly backup on tape of the hard disks. In addi
tion, the contract programmers maintain their own
copies of custom-developed software programs
away from our premises. We, therefore, advocate
that practitioners adopt a reasonable approach to
backup that ties in with existing work procedures,
but can preserve the data from catastrophe. □
—by Bruce Baskin, CPA, Lesowitz & Baskin, 503
Portage Lakes Drive, Suite 5, Akron, Ohio 44319-0515,
tel. (216) 645-0515
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